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E.O. 11652: N/A 
TAGS: ECONPO 

SUBJECT: PRIME MINISTER SOARES FORESEES SEVERE AUSTERITY 
PROGRAM 

1 . BEGIN UNCLASSIFIED: LISBON PRESS OF FEB 24 CARRIES BRIEF 
EXCERPTS FROM INTERVIEW BY PRIME MINISTER SOARES PUBLISHED 
IN SEVERAL EUROPEAN JOURNALS. LOCAL PRESS REPORTS THAT PRIME 
MINISTER STATED THAT PORTUGAL’S BALANCE OF PAYMENTS DEFICIT 
WOULD BE REDUCED THIS YEAR TO $800 MILLION. THIS REDUCTION 
WOULD OCCUR. PRIME MINISTER REPORTEDLY STATED, BECAUSE IT IS 
OF ABSOLUTE ECONOMIC NECESSITY AND NOT BECAUSE OF IMF 
INSISTENCE. THE POLICIES NECESSARY TO ACHIEVE THIS REDUCTION 
WILL HAVE SEVERE SOCIAL CONSEQUENCES. END UNCLASSIFIED. 

2. BEGIN LIMITED OFFICIAL USE: COMMENT: PRIME MINISTER'S 
STATEMENT APPEARS TO BE GOP INITIAL CAMPAIGN EFFORT TO PREPARE 
PUBLIC FOR SIGNIFICANT ECONOMIC MEASURES. FINANCE MINISTER 
VITOR CONSTANCIO TOLD EMBOFFS FEB 23 THAT AUSTERITY MEASURES 
WOULD HAVE TO BE EVEN MORE SEVERE THAN HE HAD ANTICIPATED. 
THE NATIONAL BUDGET. FOR EXAMPLE, IS IN SUBSTANTIALLY 
GREATER IMBALANCE THAN HE HAD EXPECTED. AS A RESULT, 

LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 LISBON 01430 250422Z 

FURTHER TAX INCREASES AND EXPENDITURE REDUCTIONS WILL BE 
INSTITUTED. PRICES FOR SUBSIDIZED COMMODITIES AND PUBLIC 
SECTOR SERVICES WILL HAVE TO RISE VERY SHARPLY. THESE 
PRICE CHANGES WILL BEGIN IN MARCH. 
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